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THE SPECTATOR AS AN INSURANCE 
AUTHORITY 
HE recent publication of the new 
Standard Dictionary, by the 
Funk & Wagnalls Co., has been men- 
tioned in these columns. In order that 
the entire field should be adequately 
covered and technical words of all kinds 
be properly defined, the editors of the 
New Standard Dictionary selected a 
board of more than 380 specialists and 
other scholars, as an Editorial Staff, to 
assist them in producing this most com- 
plete dictionary of the English language, 
each of this Editorial Staff having 
charge of the definitions of a particular 
classification of terms. John R. Hege- 
man, president of the Metropolitan Life, 
was chosen to edit life insurance 
definitions, and the Editor of THE 
SPECTATOR was selected to revise or 
prepare definitions of fire insurance 
terms. Similarly, in other general class- 
ifications, men (and some women) were 
chosen who were exceptionally qualified 
by reason of special study and experi- 
ence to furnish accurate definitions. 
Several years ago a leading Japanese 
insurance company addressed a letter to 
the Department of Commerce and Labor 
of the United States, asking for general 
information on the subject of insurance 
in this country, and requesting that it be 
supplied with any reports made on the 
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subject by the Department. The Direc- 
tor of the Census replied to the company 
that the matter had been referred to The 
Spectator Company, New York, as the 
best source from which to obtain the in- 
formation desired, the Director request- 
ing The Spectator Company to furnish a 
report on the subject. We have received 
several communications, from time to 
time, from the United States Govern- 
ment stating that one or another of the 
governmental departments had referred 
inquirers concerning insurance to THE 
Spectator for reply. Thus the United 
States Government has frequently offi- 
cially recognized THE SpecTator and 
The Spectator Company as the leading 
authorities on insurance matters. 

For a number of years past the Bureau 
of Statistics of the Department of Com- 
merce and Labor, which prepares the 
Statistical Abstract of the United States, 
has annually applied to The Spectator 
Company for statistics relating to insur- 
ance matters for presentation in the an- 
nual Government publication named, and 
THE SpeEcrTaTor having, year after year, 
supplied the insurance statistics appear- 
ing in that governmental volume, its 
figures and compilations are accepted as 
authoritative and absolutely trustworthy. 

Generally speaking, governmental of- 
ficials, both Federal and State, the insur- 
ance fraternity of the United States, 
Canada and Europe, as well as the busi- 
ness public, recognize THE SPECTATOR 
and The Spectator Company as the au- 
thorities upon matters relating to the in- 
surance business in all its phases. This 
reputation has been justly earned by 
Tue SpEcTATOR during its existence of 
forty-five years. Every year THE SPEc- 
TATOR publishes many statistical exhibits 
of great value to those interested in 
analyzing the conditions of the insurance 
business, and The Spectator Company is- 
sues annually many large and important 
statistical publications. It is not strange, 
therefore, that those desirous of securing 
accurate and complete data upon any 
insurance subject resort to THE SPEc- 
TATOR and The Spectator Company as 
being the best sources of information. 


STATE SUPERVISION OF RATING 
HE conferences held last week in 
New York between the special 
committee appointed by the National 
Convention of Insurance Commissioners 
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to consider the general subject of fire in- 
surance rate-making, and prominent fire 
underwriters, were generally recognized 
as being of serious import to the fire in- 
surance business. The fixing and col- 
lection of proper rates are fundamental to 
the successful conduct of the business. 
Many, if not most, fire underwriters be- 
lieve that the fire insurance companies, 
which have to pay the losses under their 
policies, should have the right to name 
the rates to be charged for the insurance 
they provide. This right has, however, 
been seriously invaded in certain of the 
States, and we understand that it is now 
being tested in the Supreme Court of the 
United States. It is a function which the 
companies are slow to relinquish—and 
rightfully so. There have been numer- 
ous examples in recent years of the ten- 
dency of State officials to seriously 
encroach upon the supposed right of the 
companies to name the price at which 
they are willing to sell indemnity, and it 


_is noticeable that in virtually, if not ab- 


solutely, every instance the official action 
has produced a reduction in the income 
ofthe companies. This is perhaps natu- 
ral, and is undoubtedly what is expected 
of such officials by the rank and file of 
their constituents, whose only knowledge 
of fire insurance is that they have to 
pay so much money yearly for such pro- 
tection. Without investigating the mat- 
ter, they assume that the rates are 
exorbitant. In some cases the rate re- 
ductions ordered by State officials have 
been so extreme that the companies have 
been forced to cease writing such classes 
of business, thus working a hardship to 
those who need the insurance. In cer- 
tain States, where great power as to the 
regulation of rates is vested in State 
officials, the business has been conducted 
for years at a great loss, and the ques- 
tion has arisen as to why the companies 
still remain in such States while continu- 
ally losing money therein. As one of 
the company officials said at the hear- 
ings, the companies possess public spirit 
and much dislike to deprive the people 
of necessary fire insurance protection. 
In addition, the companies have estab- 
lished large agency plants at consider- 
able expense, and naturally do not care 
to lose such plants if hope remains that 
conditions may, in some way, be im- 
proved. The companies recognize, also, 
that a sort of stigma attaches to a com- 
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pany which ceases transacting business 
in a State, which sentiment would per- 
haps interfere with its successful re-es- 
tablishment of business therein, if it 
should later return to such State. Act- 
ing under the influence of these various 
reasons, and hoping that ultimately con- 
ditions will change for the better, the 
average company will accept a loss, pos- 
sibly for several consecutive years, in a 
given State before reaching a determina- 
tion to withdraw therefrom. On the 
part of the Insurance Commissioners 
there seems to be a feeling that the 
actual rate-making in fire insurance 
might properly be left under the direc- 
tion of the companies, if the State can 
exercise reasonable regulatory supervi- 
sion over rates and rate-making bodies. 
The proposed uniform bill bearing upon 
this subject takes this ground, and it is 
probable that the consensus of opinion 
of underwriters would show a preference 
for such a law, or at least for the Mass- 
achusetts form of regulatory law, rather 
than for the conditions which exist in too 
many Western States, where anti-com- 
pact laws have forced the making of 
_tates by independent bureaus. If the 
proposed bill, as to which the companies 
will doubtless soon have an opportunity 
to express their opinions, will supplant 
anti-compact laws in States where the 
latter now exist, the companies would at 
least have the recognized right to make 
their own rates, jointly, and would have 
the right of appeal from the first decision 
in any cases of complaints against rates. 
One objectionable feature embodied in 
the proposed bill, however, is one that 
was injected into the New York law in 
1913; namely, that an alleged discrimina- 
tion cannot be corrected by increasing a 
rate, except upon a satisfactory demon- 
stration that the increased rate is proper. 
It is conceivable that-an error may have 
been made whereby numerous risks may 
have been rated too low, and that, on 
complaint being made, the error is dis- 
covered and should be rectified by the in- 
creasing of the rate on all risks in the 
particular class involved. It then be- 
comes the difficult task of the under- 
writers to convince the board of appeal 
that the higher rate is the just and fair 
one in such a case. As the underwriters 
have, according to the testimony of the 
representatives of: various State Insur- 
ance. Departments, displayed their de- 
sire to be fair and just in the application 
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of rates, the provision above mentioned 
does not seem to be a necessary one, in 
order to give effect to the real pur- 
poses of the proposed bill. It is, there- 
fore, to be hoped that this may later be 
stricken out of the model form of bill, 
as under certain circumstances it prac- 
tically would enable State officials to fix 
the rates to be charged upon specific 
risks. In justice to the Insurance Com- 
missioners, it may be said that they are 
earnestly striving to find a middle ground 
between the extreme demands of the 
public, particularly in some of the West- 
ern States, and the claims of the fire un- 
derwriters ; and it may be such a compro- 
mise will be found necessary in order to 
prevent some radical and restrictive legis- 
lation in certain of the States. 


HE most important topic of conver- 
sation among casualty men at this 

time concerns the limitation of acquisi- 
tion expenses for liability and workmen’s 
compensation insurance. A requirement 
by the New York Insurance Department 
that such expenses be limited to twenty 
per cent of the premium income has 
come in for much criticism at the hands 
of company managers, brokers’ agents 
and brokers, and there is also a decided 
difference of opinion as to its merits 
among the supervising officials of the 
several States. The. companies operat- 
ing in New York have necessarily had to 
conform with the rulings of the Insur- 
ance Department, but the agitation 
among agents and brokers has been so 
pronounced that a thorough hearing is to 
be given them before the National Con- 
vention of Insurance Commissioners 
definitely commits itself to the plan. 
Accordingly, a meeting of those inter- 
ested will be held at Chicago on Decem- 
ber 1, before the convention’s committee 
on reserves other than life, at which time 
it is expected that the whole matter will 
be thoroughly threshed out. In addition 
to company officials, there will be present 
a large number of agents representing 
the newly formed National Association 
of Casualty and Surety Agents, who will 
detail the agents’ and brokers’ side of the 
question. Meanwhile a number of com- 
panies are advising the agency force of 
their position on the matter. One 


large company states that “probably no, 


changes in established practice, not ex- 
cepting those following the Hughes in- 
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vestigation of life insurance, have been 
so far-reaching, have affected so large a 
number of agents, or have aroused so 
much anxiety.” It adds, “the principle 
upon which the action is founded has 
our support, but we differ upon some of 
the elements that enter into it.” Another 
company says: “This ruling is essen- 
tially good in many respects and doubt- 
less meets the conditions of to-day, save 
that requirement which places certain 
limitations upon agents’ commissions and 
restricts the entire cost of procuring 
business to twenty per cent of the pre- 
mium.” It would appear that the meeting 
in Chicago next month will be exception- 
ally interesting and important. 


AST week there was argued before 
the United States Supreme Court 

at Washington the case of the New York 
Life vs. Deer Lodge County, Montana, 
in which the former sets up the plea that 
life insurance is inter-State commerce. 
A very elaborate and comprehensive 
brief was submitted, it having been pre- 
pared by Professor Roscoe Pound of 
Harvard University, while the argument 
was made by James H. Macintosh, coun- 
sel for the company. Should the court 
decide in favor of the New York Life 
the day of Federal supervision will be in 
sight. The company claims that, as 
every transaction it undertakes requires 
the approval of and action by the home 
office, its risks are assumed, policies is- 
sued, losses paid and premiums made 
payable at New York, the business it is 
engaged in is inter-State commerce. In 
the brief the history of the adoption of 
the commerce clause in the Constitution 
is detailed and the development of the 
Supreme Court’s conception of the 
term commerce is shown fully, through 
its decisions covering navigation, tele- 
graph and telephone communications 
and the transfer of books and papers 
through the mails by a correspondence 
school. As matters stand to-day, in- 
surance is subject to some fifty masters 
in the several States, each of which is 
supreme in his own locality and clothed 
with arbitrary powers. Should the Su- 
preme Court act favorably upon the plea 
of the New York Life, there will pos- 
sibly be an opportunity to obtain some 
relief from the heavy burden of taxation 
which now oppresses.the companies—an 
unwarranted charge on the policyholders. 
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FIRE INSURANCE 


NEW YORK SURVEYS 


New York Board Meeting.—The New 
York Board met yesterday and transacted some 
routine business. A meeting of the joint com- 
mittee on losses and origin of fires was called 
for Tuesday to hear the report of the sub- 
committee which was appointed to prepare a 
basis of reporting statistics of fires by classes. 
If the report was approved it was intended 
that the whole matter be open to the action of 
the Board, and if approved that the machinery 
should be set in motion to carry out the object 
sought for. The requirements of the Insur- 
ance Department have so increased under the 
discretionary power granted to the Superin- 
tendent that the collection of statistics and 
data as a guide to the regulation of rates 
seems to make it necessary for a start in that 
direction. As the jurisdiction of the Board is 
limited territorially, it will be necessary to 
secure co-operation from other sections of the 
State in order to make the data sufficiently 
State-wide to serve a useful purpose. The 
action of the Board in the affirmative will be 
eagerly welcomed by the companies. 

Interested in Rate Meeting.—The under- 
writers were much interested in the meeting 
of the Insurance Commissioners and their 
hearings upon the question of official rates. 
The question became mixed with criticism of 
the rates made by the New York Exchange, 
and a well-known silk merchant expressed his 
antipathy to the Exchange in strong terms. 
He denounced the rates as outrageous, whether 
made under a schedule or otherwise. He was 
asked what his rate was, and answered that 
it was one dollar and seventy-two cents, 
Manager Robb was present and neatly pricked 
the bubble by explaining that the complainant 
occupied an omnibus building in common with 
a dozen tenants, some quite hazardous. The 
make-up of the rate showed that it was uni- 
form with other risks of similar hazard. The 
merchant said he had taken a policy in London 
Lloyds at a much lower rate, but nobody 
asked him whether he had filed an affidavit of 
inability to procure a policy in a represented 
company. 

Alarm Discontinued.—Another instance has 
turned up of policies receiving an allowance 
for the automatic alarm, whereas no such 
alarm was in use at the time of a recent fire. 
Technically and properly the policy conditions 
were violated and the policies were void. The 
alarm was discontinued in January last. 

Public Adjusters’ Licenses.—All the appli- 
cants for licenses as public adjusters have now 
received their licenses from the Department 
save four, one of whom is suing for a man- 
damus. 








Settlement of Municipal Building Loss.— 
The experience in the final settlement of the 
loss on the new municipal building, upon which 

- there was contributory: insurance of $5,655,000 
(upon a valuation: of $7,000,000), was rather 
interesting in the matter of salvage. The prin- 
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cipal loss was upon twenty-one marble jambs 
and three marble panels, which proved ‘total, 
but there seemed to be some value, so the com- 
panies took the property. All attempts to real- 
ize by the sale were futile, as the marble men 
decided the sizes were small and the various 
portions too much broken and smoked to be 
of any value. The companies saw the point 
and surrendered their claims. 


Paternelle Gets New York License.—The 
Paternelle Fire Insurance Company, Ltd., of 
Paris, France, has been licensed to transact 
fire reinsurance business in New York State, 
and application will be immediately made for 
its admission to other States. The Paternelle, 
organized in 1843, is one of the strong French 
fire insurance companies. Meinel & Wemple, 
Inc., is its manager in the United States. 


Prof. Woolson Addresses Round Table 
Order.—Prof, Ira H. Woolson, engineer for 
the National Board of Fire Underwriters, ad- 
dressed the Round Table Order of the Insur- 
ance Society at 5:15 o’clock Tuesday evening 
last on “Concrete Construction.” His talk was 
highly interesting, and was closely followed by 
those present. 


State of Liverpool Entering New York.— 
The State Insurance Company of Liverpool 
has made application for a New York license, 
and has forwarded the necessary $200,000 de- 
posit to the New York Insurance Department. 


The Kenzel Company Gets Columbian 
National.—The Columbian National Fire of 
Detroit has been licensed in New York State, 
and has appointed The William H. Kenzel 
Company agents for the Metropolitan district. 
The William H. Kenzel Company now repre- 
sents four companies with aggregate assets of 
more than $4,000,000. It has the Sterling of 
Indianapolis, Commerce of Albany, Republic 
Underwriters of Dallas, and the Columbian 
National. 


CHICAGO AND THE WEST 


Bloomington. II1l., Inspected.—Blooming- 
ton, IIl., has been inspected by the Illinois Fire 
Prevention Bureau, and fifty defects were 
found in 200 inspections. Thirty-five members 
of the Indiana Fire Prevention Association 
took part in the work. 

John F. Stafford Promoted.—Owing to the 
continued illness of Frank Meinel, who for a 
number of years has been superintendent of 
agents for the Western department of the 
London and Lancashire of Liverpool, and 
Orient of Hartford, it has been deemed neces- 
sary, on account of the pressure of business, to 
appoint a successor to Mr. Meinel. John F. 
Stafford, Minnesota State agent of these com- 
panies, has been selected, and the appointment 
will take effect on January 1. Mr. Meinel will 
retain his connection with the company, but 
will probably be compelled to do outside work 
in the future, owing to. the delicate condition 
of his health. Mr. Stafford was for a while 
connected with the Western department of the 
National, and subsequently with the Iowa In- 
spection Bureau." He then became special 


‘agent for the Scottish Union and National of 


Edinburgh in the West. In 1900 he was ap- 
225 


Fire Insurance 


pointed general agent for the Eagle Fire at 
New York, and in 1912 accepted the position 
of State agent for the London and Lancashire 
and Orient in Minnesota. Mr. Stafford has 
been president of the Minnesota State Board 
and Most Loyal Grand Gander of the Blue 
Goose. 


H. N. Wood Addresses Insurance Club.— 
H. N. Wood, State agent of the North British 
and Mercantile of London in Iowa, talked to 
the Fire Insurance Club of Chicago at its 
meeting of November 11 on “The Field Man, 
His Duties, Experiences and Point of View.” 
This lecture was arranged by the new lecture 
committee of the club, of which B. D. West 
is chairman, and was calculated to bring before 
the members of the club the most expert 
knowledge on the subject. Mr. Wood has been 
in the field for thirty years, and is regarded as 
one of the most capable men in the business. 
He is also one of the most fluent speakers in 
the business. The assembly hall was packed 
to overflowing, many of the Western managers 
and their assistants being present. 


Charles F. Persch Resigns.—Charles F. 
Persch, who for many years has been con- 
nected with rating in Illinois, has resigned as 
manager of the Illinois Rating Bureau, effec- 
tive January 1. Mr. Persch’s sight is failing. 
He will make his home on the Pacific Coast, 
and expects to do some insurance per diem 
work there in the future. 


Col. Wray in Chicago.—Col. A. H. Wray, 
United States manager of the Commercial 
Union of London, stopped in Chicago a few 
days en route to his home in New York from 
San Francisco, where he attended to the taking 
over of the California Fire. 


BOSTON AND VICINITY 


Board Meeting.—The annual meeting of 
the Boston Board of Fire Underwriters was 
held last week, when the following officers were 
elected: E. F. Woods of Hinckley & Woods, 
president; Frank A. Dewick of Dewick & 
Flanders, vice-president; F. Elliot Cabot, sec- 
retary; A. Jarratt Lewis, treasurer; Charles F. 
Simmons, Samuel B. Reed, Horace H. Soule, 
Henry M. Fenton and William Gilmour, ex- 
ecutive committee. Thanks to the efficient 
work of Secretary F. E, Cabot and Treasurer 
A. J. Lewis the Board continues in the highest 
state of efficiency, and never in the history of 


the organization has it been excelled. Presi- 


dent Lovett showed that the volume of work 
transacted was the greatest since the Board 
was established in 1871. 


Aetna’s New England Changes.—The 
Etna Fire of Hartford has made another im- 
portant change in its New England department, 
and W. H. Boutell, who was only recently ap- 
pointed to succeed J. J. Cornish as special 
agent for Eastern Massachusetts and Rhode 
Island for the Phcenix of Hartford, has ten- 
dered his resignation to become special agent 
for Eastern Massachusetts, succeeding F. W. 
Mathews. Mr. Mathews, who has been in in- 
different health for some time, has asked for 
a protracted leave of absence. Mr. Boutell is 
one of the ablest specials in the New England 
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field, and his selection for such an important 
position is a well deserved compliment to his 
standing. 


Grain Dealers National of Indiana.—The 
Grain Dealers National Mutual of Indiana has 
been admitted to do a fire insurance business 
in Massachusetts. Gale & Stone will represent 
the company in Boston. 


J. J. Courtney Disappears.—The many 
friends of John J. Courtney, former attorney- 
general in this country for the Imperial of 
London, will regret to learn that he has dis- 
appeared from the sanitorium in which he was 
staying at Cohassett, Mass., on account of a 
nervous breakdown, and grave fears are enter- 
tained for his safety. 


SOUTH EASTERN UNDERWRITERS 


Semi-Annual Meeting Held at Washington 
with 60 Companies Represented 


The South-Eastern Underwriters Association 
held its semi-annual meeting on Wednesday of 
last week at the Hotel Willard at Washing- 
ton. Representatives of sixty companies were 
present. The work of the executive committee 
during the past six months was reported by 
President Bush, and this, along with his 
address, was referred to a committee of fifteen, 
of which C. D. Dunlap is chairman. It was de- 
cided to rescind the forty-five-day rule relating 
to the payment of agency balances. The market 
value clause on certain cases was approved in 
the discretion of the executive committee. Ac- 
tion was taken to continue the stamping office 
system and to make the work more effective. 
The association adopted resolutions of respect 
to the late George Batre. 


Great Lakes’ Marine Loss $3,000,000 


The storm of November 9 caused the heaviest 
loss in the history of the Great Lakes. Seven 
or eight vessels were sunk on Lake Huron 
alone, and almost as many more on the other 
lakes. The number of strandings exceeded the 
founderings, and as reports are coming in from 
all these wrecks it is apparent that most of 
them will be total losses. It is estimated that 
the cost to the insurance companies of this 
one storm will be more than $3,000,000. In the 
old days of wooden boats, there have been 
storms which destroyed as many vessels, but 
most of these were small schooners of little 
vilue. Some of the big steel vessels which went 
down in this storm were valued, with their car- 
goes, at $300,000 or $400,000. In three vessels 
alone over 700,000 bushels of wheat was lost, 
and many of the others had valuable cargoes in 
addition to the less valuable loads of ore and 
coal. This storm destroys all chance of any 
profit for the lake marine season of 1913, al- 
though up to that time the record had been ex- 
cellent, with only three total losses. The lake 
marine insurance season closes at noon Decem- 
ber 1, although it is probable that the usual ex- 
tension of a week or ten days will be granted. 





Standard Fire of Hartford 
The stockholders of the Standard Fire of Hart- 
ford have voted to increase the capital from 
$500,000 to $1,000,000 after July 15, 1914. There 
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will be an issue of 10,000 shares, with a par 
value of $50 each, with the subscription rights 
thereto at $75 in the ratio of one share of old 
stock for one of the new. The power to increase 
the stock was granted at the last session of the 
Connecticut Legislature. 


Provision for Conflagrations 


A conflagration has hitherto been considered 
any fire extended to many objects, or over a 
large space—a general burning. That is not 
sufficient to define it in the minds of the fire 
insurance men. THE SPECTATOR observes that 
no definite line has been drawn as to the mini- 
mum loss involved in describing a true confla- 
gration. That is necessary in computing a 
“eonflagration hazard,” useful to the companies 
in setting aside a percentage of their income 
against losses like those incurred in the burn- 
ing of San Francisco. THE SPECTATOR believes 
that five per cent of the premiums of the stock 
companies, if saved during the last twenty 
years, would not have equaled the fire losses by 
the great fires of the last decade.—New York 
Times. 





Death of George B. Luper 


George B. Luper, aged sixty-two years, for- 
mer Commissioner of the Pennsylvania Insur- 
ance Department, died recently at his home at 
Meadville, Pa., of cirrhosis of the liver. He was 
born in Summit township, Crawford county, Pa., 
August 13, 1851, and was prominent politically 
as well as in a business way. He was appointed 
Deputy Insurance Commissioner during Gover- 
nor Pattison’s first term of office, and when the 
Governor was re-elected in 1890 Mr. Luper was 
made Commissioner. He was president of the 
Crawford County Trust Company. Dan B. 
Luper, his son, is now receiver for the Farmers 
Mutual Fire. 





Charles G. Shepard Dead 


Charles G. Shepard, assistant manager of the 
Western department of the Fidelity-Phenix of 
New York, and one of the best-known of the 
Western insurance men, died on Sunday last at 
his home in Chicago of pneumonia after a brief 
illness. Mr. Shepard served for ten years in the 
office of the Home,Fire of Columbus, and after- 
wards became chief clerk in the Western de- 
partment of the Queen of New York, from which 
position he was promoted to assistant manager. 
His first connection with the Fidelity-Phenix 
was as examiner, and later served as assistant 
to Secretary Street. He was sixty-one years of 
age. 





Franklin Fire of Washington 


The direction of the business of the Franklin 
Fire of Washington has passed from the repre- 
sentatives of the New York interests, that sev- 
eral years ago acquired the control of the com- 
pany, to the Washington directors. At a meet- 
ing of the board of directors the resignations of 
four New York directors were accepted, leaving 
five Washington men, together with the presi- 
dent of thé company, John A. Kelly, as the 
members of the board. One of the vacancies 
was filled by the election of W. Taylor Birch. 
The operations of the company are now limited 
to placing risks within the District of Columbia, 
its outside business having been reinsured. 
James F. Oyster, Victor Kauffman, A. G. Belt, 
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George Wright, Scott E. Welker, John A. Kelly 
and W. Taylor Birch comprise the board of 
directors at present. 


Charles Colyer Dies 


Charles Colyer, vice-president of the Fire- 
mans of Newark, N. J., and for more than half 
a century connected with that company, died 
suddenly at his home in that city recently at 
the age of sixty-four. Mr. Colyer entered the 
service of the Firemans in 1865 as a clerk, and 
in 1872 was made treasurer. He was elected 
secretary in 1884 and vice-president in 1896. The 
staunch position in the fire underwriting field 
held by the Firemans is largely due to his in- 
valuable service, and the news of his sudden 
death came as a deep source of regret to his 
wide circle of friends and acquaintances. 


Prices of Insurance Stocks 


NEW JERSEY COMPANIES. 
(Reported by Clarence Hodson & Co., Newark.) 








Div. Bid, 
COMPANIES. Par. Rate. $ Asked. 
American, Newark...... 5 28 26 ie 
Atlantic City Fire...... 100 12 225 250 
Camden Fire........... 5 12 12% 13 
Colonial Life, J. C...... 100 * 300 350 
Commercial Casualty... 10 * 15 18 
Eagle Fire, Newark..... 25 * 40 50 
Firemens, Newark...... 50 24 240 ae 
Nat. Fire-Marine, Eliz.. 100 10 on 160 
Newark Fire........... 5 14 13%... 
New Brunswick Fire... . 25 12 45 50 
N. J. Fid.& P.G. Ins... 100 6 125 ae 
New Jersey Fire, Newark 25 * 37 52% 
Prudential (Life), Nwk. 50 10 27% ~«Ct«.. 
Standard Fire, Trenton. 25 8 50 
* No dividends paid. 
NEW YORK COMPANIES. 
(Compiled from Journal of Commerce.) 
Last 
Semi- 
Annual Bid, Asked, 
COMPANIES. Div'd. % % 
ON di 5: tog teas iaipiwiok eck 6 een 2% 175 200 
Continental 4 25 890 910 
Fidelity-Phenix. . heute 5 270 290 
ETSI OTT LO 10 310 320 
German-American............. 15 500 510 
German-Alliance.............. 7% 260 280 
UES pice ci ceebervccses 30 850 950 
Globe and Rutgers............ 20 600 700 
| Oa ee heer *4 175 190 
_. FR rae re ae 20 395 405 
Nassau-Dutch................ 4% 140 160 
PRS aso big 00.98 2.6 0.8629, 0 ¥r8 10 310 325 
North River................4- 5 150 160 
NE ela yA ie'S Fe hie oes hae 7 185 Ae 
SOAP VEGONE. «nc cr vscccedccves 5 145 155 
United States................. 3 80 100 
Westchester.................. 20 575 600 
Williamsburgh City............ 7 240 280 
* Quarterly. + Extra dividend. 
PHILADELPHIA COMPANIES. 
(Compiled from Journal of Commerce.) 
Par. Sales. 
i geeks bes bee eee ers $10 $16 
DONO obs hace ook v ts oun ecen eosin ski ee 10 7% 
Fire Association.................-.005 50 326% 
Branklit. rece cece icecetevcccesee 25 43% 
County of Philadelphia................ 100 125 
reer eee 100 250 
Insurance Co. of North America....... 10 22 
Insurance Co. of State of Pennsylvania.. 100 150 
aio teadiy Sie: Ex Sicisipidies.a b'e!s dovaeke 50 90 
EAPOOUIIEMB 5 ccc ec tcc ce ccesus’s 25 0 
WROCRRIION bio ha iic pe ce tie dna ede cess 25 46% 
Pennsylvania Fire. . . 1 395 
Peoples National... . 25 16% 
Reliance.......... 50 83 
United Firemens...................... 10 12 





Five New Reciprocals in Texas 


Five new reciprocal or inter-insurance con- 
cerns have been permitted to do business in 
Texas. Four are, from Waco and are as 
follows: Homestead Insurance Association, 
Printers and Publishers Insurance Association, 
National Automobile Insurance Association and 
Provident Insurance Association, the permits 
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being in each instance issued in the name of 
vy. K. Bessonette, as manager. The fifth is the 
Equitable Reciprocal Exchange of Dallas, and 
E. L. Butts is the general agent. 


Augusta Reinsures in Citizens, Baltimore 


The Augusta Fire of Augusta, Ga., has rein- 
sured its outstanding business in the Citizens 
Fire of Baltimore. The Augusta Fire was or- 
ganized in 1910. It had a paid-up capital of 
$124,500, and as of December 31, 1912, had total 
assets of $276,167, total liabilities of $76,561, and 
a net surplus of $75,106. Thomas Barrett, Jr., 
was president and Charles I. Mell was secretary. 


Associated Industries Fire of Chicago 


The Associated Industries Fire is being or- 
ganized in Chicago by George HE. Porter, who 
has been associated with the Dodson Inter-In- 
surance concerns of Kansas City. The company 
igs placing its stock with brewers, ice manufac- 
turers and launderers, and will confine its oper- 
ations to those three classes. It will operate 
without local agents and will issue a _ profit- 
sharing policy. 


Laundrymen to Organize Mutual 


At the annual convention of the Laundrymans 
National Association of America, held at New 
Orleans recently, a majority report was adopted 
authorizing the organization of a mutual fire in- 
surance company. The minority report favoring 
the reciprocal exchange was defeated. 


Arkansas Rate Schedule 


LITTLE ROCK, November 17.—The Dean ana- 
lytical schedule, which has become effective, is 
not meeting with unqualified approval. In- 
creases of 100 per cent in several instances, and 
nearly that much in others, have brought forth 
vigorous protests to the Arkansas Actuarial 
Bureau on the part of those affected by the in- 
creases. Charging that the rates on his prop- 
erty had been increased 100 per cent, one in- 
dignant policyholder sought to know the reason 
and the following explanation was given by J. 
— Speed, manager of the Arkansas Actuarial 

ureau: 


The excessive rates are attributed to the fact that 
all the rates were designed on a basis of equity. No 
favoritism or bluffing was permitted and, as a result, 
many who have heretofore enjoyed exceedingly low 
ee re now displeased because the new rate doubles 

e old, 

_ The rates in Little Rock on brick mercantile build- 
ings show an average reduction of about twelve per 
cent, and on stock an increase from eight to thirteen 
per cent, as made on conditions found by the inspec- 
tors at the time of the rating. 

hen the deficiencies in construction and equipment 
and the electric light: wirings have been remedied, the 
stock rates will be about the same as heretofore, and 
the building rates considerably lower, 

he old method of rating was by rule of thumb, 
favoritism and on econ The new rates will be 
based upon identically the same_ schedule, and all 
Seprds in all risks are measured by the same yard- 

ick. 

The Bureau is prepared to furnish every insured 
with the complete details of how his rate is made and 
what he can do in the way of improvement and pro- 
tection to decrease it, and will be delighted to give this 
information, together with a list of the manufacturers 
of all the standard gas, oil, mechanical and chemical 
appliances which he may have in use; and anyone 
Starting to build will be furnished with the specifica- 
tions for construction and equipment which will pro- 
duce the lowest rate under the schedules for the char- 
acter of building to be erected. 


—Commissioner James R. Young of the North 
Carolina Insurance Department now issues a weekly 
news bulletin for the use of the press. 


THE SPECTATOR 
RATING BILL DRAFTED 


Commissioners’ Committee’s Hearings 
Continued at New York 


STATE RATING NOT FAVORED 


Many Prominent Underwriters Heard—Consensus 
of Opinion Against State Regulation 


On Wednesday and Thursday of last week the 
special committee of the National Convention of 
Insurance Commissioners, which has been con- 
sidering the general subject of fire insurance 
rate-making, continued its hearings at the 
Hotel Astor, New York. 

The importance of the subject considered 
brought out a goodly attendance of prominent 
fire underwriters, who freely expressed their 
views as to State regulation of rate-making. In 
general, they were opposed to any such regula- 
tion, but considered the Massachusetts law as 
being the fairest and most satisfactory of any 
now in effect. Judge Moore of Ohio insisted that 
some legislation touching upon State supervi- 
sion of rate-making would be enacted by the 
next legislature in his State and was anxious 
that some moderate form of legislation could be 
approved which might prevent the passage of 
something more drastic. The discussions were 
very frank and the filing of classifications of 
premiums and losses with State Insurance De- 
partments was denounced by the underwriters 
as being unnecessary, as such statistics, not 
properly used, would be very misleading. 


WEDNESDAY’S SESSIONS 


On Wednesday morning, Mr. Tucker, repre- 
senting the New York co-operative companies, 
favored rate-making by the companies under 
State supervision, and told of some competitive 
methods which have in past years been in force. 
He favored mandatory rates, but Judge Moore 
pointed out that such rates would give mutual 
companies an advantage over stock companies. 

Mr. Deutschberger of the New York Insurance 
Department made some interesting remarks on 
rating conditions. The Bureau with which he is 
connected has examined the Underwriters As- 
sociation of New York State and the New York 
Fire Insurance Exchange, and he expressed the 
opinion that the successful elimination of com- 
petition enables the charging of higher rates 
than are necessary. He considered that both of 
the organizations named were endeavoring to 
comply strictly with the State law. Some two 
hundred complaints had been filed with the De- 
partment and investigated, but only in a few 
cases were hearings found necessary, the rating 
bureaus freely correcting any discriminations 
which were pointed out. The correction of some 
discriminations by the increasing of rates led 
to the amendment of the law in 1913 so as to 
provide against this treatment, unless the in- 
creased rates were proved to be just. He 
thought it was difficult to gauge the extent of 
popular dissatisfaction because in cases where a 
great many risks were involved only a very few 
complaints had been made. 


CHAS. L. CASE EXPRESSES OPINIONS 


Chas. L. Case, United States manager of the 
London Assurance, was invited to address the 
meeting, and he did so in a most practical and 
informing manner. He said candidly that he 
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does not believe in State supervision, except to 
a minimum degree in order to insure the sol- 
vency of the companies. He held that the cost 
of doing business is not too high, as a rule, and 
illustrated the amount of work which agents 
had to do to earn their commissions, saying that 
agents, as a class, are not too highly paid. He 
compared the expense of transacting insurance 
business with expenses in other lines of business 
and showed that by comparison they are not ex- 
orbitant. As to State regulation of rating, while 
he is opposed to it, he admitted that he could 
see reason for a contrary opinion. However, he 
argued that the State is not as competent to 
make rates as are the insurance companies. 
There are so many conflicting elements which 
enter into rating that even experienced under- 
writers cannot make rates with exactitude. He 
criticised as a fallacy the comparison of life in- 
surance with fire insurance, as the conditions 
are entirely different. Most unaccountable 
changes in classes of properties, from yielding 
profits to developing heavy losses, were cited, 
no reasons being available for such radical 
changes. On the other hand, some classes im- 
proved in quality. These, of course, the com- 
panies were anxious to write even at reduced 
rates. Mr. Case characterized classification as 
being impracticable as a guide to rating. Each 
company maintains its own classification ac- 
cording to its own ideas, and one may find a 
certain class profitable which another company 
finds unprofitable. In Illinois reports are re- 
quired dividing risks into several classifications, 
and equally well-managed companies show very 
different results in the various classes. His 
conclusion was that unless companies can be 
compelled to think alike and classify on the 
some basis, classification is practically worth- 
less. 

On the subject of conflagrations, Mr. Case said 
that nobody knows what should be set aside as 
a proper provision. The London Assurance, he 
said, has been in business in this country forty 
years, and in that time made a profit of four 
million dollars. But the San Francisco fire 
caused the company a loss of five million dol- 
lars, as against the four million dollars made in 
forty years. We are liable to have another con- 
flagration to-morrow, and it is the duty of the 
companies to their stockholders and policy- 
holders to charge rates which will provide a 


* conflagration fund to take care of the next great 


conflagration. 

Mr. Case held that, in the interest of economy, 
compani:s should be allowed to combine and 
make rates. Either they must do it in this way 
or each company must emplcy rating experts. 
It is a matter of expediency and practical busi- 
ness to agree upon a joint rater, rather than 
each company having its own force to do this 
work. Likewise, the companies must agree to 
charge the rates so made or the work will be 
virtually useless. The States should stick to 
the original theory of State supervision and 
simply pass upon the solvency of the companies. 
However, if they feel that they must go further 
than this, the plan of beneficent supervision in 
vogue in Massachusetts should be sufficient. Mr. 
Case is of the opinion that, the companies be- 
ing keen after business, it is practically safe 
from a public standpoint to permit them to 
make rates, as the latter will be regulated by 
competition. 

Judge Moore stated that not a member of the 
committee wanted to see the State make rates, 
but merely to exercise effective supervision over 
rate-making,. 

Answering Judge Moore’s criticism of rating 
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methods in Ohio, Chas. E. Sheldon, vice-presi- 
dent of the American Fire of Newark, said that 
the rating bureaus in Ohio are not under the 
control of the companies, being independent. If 
the companies could have freedom of action in 
Ohio, they would remedy discrepancies in rates. 
He further stated the experience in Missouri, 
where there had been 19,000 applications for cor- 
rections in rates, and in a short time between 
9000 and 10,000 of these had been corrected and 
the remainder would have been if the companies 
had retained freedom of action. Companies 
operating under restrictive laws cannot do what 
they might do otherwise. 

As to alleged discriminations in the rates be- 
tween different States or municipalities, Mr. 
Case said that there are elements which do not 
appear upon the surface. The physical condi- 
tions of two towns may appear to be practically 
identical, and yet in one town, for no apparent 
reason, the losses will very greatly ‘exceed 
those in the other town. Hence, it appears that 
the same yardstick cannot be applied in dif- 
ferent localities, because of these varying ef- 
fects arising from unknown causes. Mr. Case 
further said that any apparent favoritism in 
rates was not intentional on the part of the 
companies. 


DAVID RUMSEY SUMMARIZES 

David Rumsey, second vice-president of the 
Continental, at this point presented a summari- 
zation of the arguments, pro and con, and, while 
freely admitting that errors in rating have oc- 
curred and probably exist in all States, con- 
sidered it almost incredible that they exist to 
so slight a degree as they do. The vexatious 
Kentucky situation has been brought about un- 
der a State rating law, but with rating under 
control of the companies and with State super- 
vision for the correction of errors. This has 
been sufficient, however, to enable the State 
board to force down rates upon farm risks to a 
prohibitive point, which is completely unfair to 
the companies, and they have been forced to 
stop writing this class. This illustrates the 
possibilities of such regulation and shows what 
other State officials might do to work intolera- 
ble injustice, from the companies’ standpoint. 
Mr. Rumsey took the ground that these meet- 
ings were for the purpose of solving the ques- 
tion for the United States, and not alone for 
Ohio, and held that a plan of supervision giving 
the last word to a State official cannot but work 
injustice to the companies. He argued that 
Ohio should be in the same category as New 
York, Connecticut and Massachusetts, in regard 
to relatively satisfactory conditions. In prac- 
tically all cases suggestions to the companies or 
rating bureaus would be sufficient to produce 
the removal of any possible discrimination. 

Mr. Preus recognized that the committee was 
not appointed to suggest legislation for Ohio 
or Minnesota alone, but in order to lead to uni- 
form legislation throughout the country. He 
felt that he was not going to get his kind, but 
was willing to take the best he could get on a 
uniform basis. 

Mr. Rumsey contended that the companies 
had not had a fair chance in Ohio, and that if 
they had a chance, instead of having to accept 
rates made by independent bureaus, they could 
rectify any rating errors directly. He was also 
of the opinion that no tribunal which might be 
appointed to review rates complained of would 
be qualified to decide as to their justice, but 
would need expert testimony. Mr. Case thought 
that the right of appeal to court was a barren 
one, and cited the Kansas difficulties. 
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Judge Moore reiterated that there is a de- 
mand in Ohio for prompt legislation, and that it 
would be easy to provide a bill giving the State 
control of rates. He is not sure that such is 
advisable, and wants to prevent arbitrary ac- 
tion on the part of anybody, but believes in 
State supervision to prevent discrimination and 
protect the companies from arbitrary action. 


THURSDAY’S SESSIONS 


Mr. Ekern, on Thursday, said that no one had 
as yet formulated any suggestion for legislation 
in writing. The discussion continued along the 
lines followed on Wednesday, Judge Moore : 
Mr. Rumsey discussing the suggestions which 
had been made by Mr: Rumsey as to fixing rates 
in accordance with the aggregate payments for 
losses and expenses and an allowance for con- 
flagration reserve and profit. 

Mr. Ekern spoke of the radical differences in 
the problems confronting States on the Atlantic 
seaboard and those in the Mississippi Valley. 
There is little anti-compact sentiment in the 
East, whereas it exists to a considerable extent 
in the West. In order to place the Western 
States upon the same basis as the Eastern, it 
would first be necessary to abolish the anti- 
compact laws. The rating organizations in 
the East are responsible to the companies, 
whereas those in the West are largely inde- 
pendent, and companies are not so directly re- 
sponsible. Mr. Ekern felt that it would be ne- 
cessary to offer something to the people in re- 
turn for the repeal of the anti-compact laws. 
He thought the people might be willing to per- 
mit combinations of the companies, if they 
would report premiums and losses by classes on 
a uniform basis to a bureau, so that definite in- 
formation as to results would be available. He 
also favored the New York law, with or without 
the 1913 amendment. As to classification, he 
thought that a system might be devised by the 
National Board, or some other influential body, 
which would be satisfactory to the companies. 
Mr. Ekern is of the opinion that there must be 
some affirmative legislation in the Mississippi 
Valley States; and if hostile legislation is to be 
avoided, action must be aided and guided by 
men having knowledge of the insurance busi- 
ness. 

PROF. WHITNEY GIVES VIEWS 


Prof. Whitney said that it is essential to let 
in the light. If the companies are allowed to 
combine they must give just rates in return and 
must be able to show that the rates are just. 
He believes that classification, while not the 
sole essential, is important, and that the com- 
panies are in a weak position when their rates 
are not backed up by facts. , He held that the 
State is justified in calling on the companies to 
furnish classification data, if the companies are 
privileged to combine. Such classified informa- 
tion could be used by the Insurance Depart- 
ment as a check on the accuracy of rates. He 
admitted that judgment must enter into the 
making of rates, and would not bind the com- 
panies closely to the experience shown by the 
classification, simply using same as a basis to 
test the accuracy of the schedules. The infor- 
mation could be kept private. While opposed to 
State fire insurance, he fears that some States 
may enter upon that business unless a moderate 
degree of regulation of rating is put into effect. 


MR. RUMSEY ON CLASSIFICATION 
At this point Mr. Rumsey sketched the de- 
velopment of the classification of risks by the 
companies, but held that, under present condi- 
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tions, it would be retrogression to accept classi- 
fication as a basis for the accuracy of schedules. 
Classification had been tested and found highly 
inadequate as a guide to rating. The title 
“Wholesale Grocery Store’ does not mean the 
same thing as to any two risks, and properties 
so classified may differ vitally from each other 
and must be treated by appropriate schedules. 


COMMISSIONERS’ REMARKS 


Mr. Ekern thought it would be advisable to 
publish the classification results in the ag- 
gregate. 

John 8. Darst, State Auditor of West Virginia, 
told of his success in allaying dissatisfaction 
with rates in his State under a law similar to 
that in New York. He thought publicity would 
assist in making the people contented with ex- 
isting conditions. Commissioner Joseph But- 
ton of Virginia told of the insistent demand in 
that State for anti-compact legislation, and the 
difficulty he has found in securing the repeal 
of an anti-compact law and preventing its re- 
enactment. He does not believe in drastic 
legislation, but feels that something will have 
to be done to meet this public sentiment. The 
result of the anti-compact law was, he said, un- 
satisfactory conditions. Commissioner John T. 
Winship of Michigan said that conditions were 
satisfactory in his State, but he fears that if 
agitation commences in other States it will take 
root in Michigan. He is unalterably opposed to 
State fire insurance, and also to State rating. 
Mr. Young felt that the requirement of classi- 
fication by the State would lead to the State 
fixing rates, and not merely testing them there- 
by, which he did not consider would be proper. 

Judge Moore expressed himself as being op- 
posed to State fire insurance. He does not want 
the State to fix rates, but does not see why 
Ohio could not employ as good rating agents as 
the companies do. He would, however, prefer 
to have the companies redress grievances them- 
selves. He made a long argument in favor of 
his position as to legislation in Ohio, in the 
course of which he characterized fire insurance 
as a species of ‘‘magnificent guessing.”’ 


W. H. HOTCHKISS MAKES ADDRESS 


W. H. Hotchkiss, former Superintendent of 
Insurance of New York State, said that all 
great company executives believe in national 
supervision, and that supervision is interested 
chiefly in the solvency of the companies, their 
treatment of policyholders and the cost of in- 
demnity. The fire companies are supremely 
solvent, their settlements are universally just, 
and it is now only as to the rating question 
that supervision has any particular task be- 
fore it. He thought there was little complaint 
as to rates in New York, but admitted that in 
the West there was more, and that the West- 
ern Commissioners must be helped to solve the 
problem, otherwise Western ideas might invade 
the East. He characterized Ohio as being the 
sociological laboratory of the United States, 
saying ‘that that State has an advanced con- 
stitution whereby it has power to do things that 
no Eastern State possesses. The Ohio legisla- 
ture will meet in 1914, and Mr. Hotchkiss asked 
whether the companies would help or stand off. 
He felt that the time had now come when the 
companies must get in harmony with the Insur- 
ance Commissioners, or that they might later 
regret not having done so. To the Commis- 
sioners he said that he had never been much 
concerned about the law, feeling that if there 
was a public demand for a step to be made i2 
supervision there was enough power in the law 











to . 
acti 
pre 
a §] 
effe 
ting 
whi 


of 
frie 
lie 
pal 
pal 
any 
net 
fici 
Oh 
be 
to 
to 
he 
ral 


of 


Nee > ig a ae ee ee oa a ee lL Ll rl a. )|6hU 








zinia, 
ction 
ar to 
vould 
h ex- 
But- 
nd in 
d the 
epeal 
s re- 
‘astic 
have 
The 
, un- 
in T. 
were 
at if 
take 
ed to 
ting. 
assi- 
State 
here- 
oper. 
5 Op- 
want 
why 
ts as 
refer 
hem- 
or of 

the 
‘ance 


it of 

all 
ional 
sted 
their 
f in- 
mely 
just, 
stion 
be- 
laint 
it in 
Jest- 
. the 
vade 
the 
ates, 
con- 
that 
isla- 
sked 
| off. 
the 
sur- 
ater 
mis- 
nuch 
here 
e ia 
law 














November 20, 1913 


to justify the State official in taking necessary 
action. Thus, if they wanted classification of 
premiums and losses, they could get it without 
a specific law, providing the public wants it. In 
effect, he said that State supervision is the put- 
ting into effect of the will of the people, 
whether it was in the form of law or not. 


H. A. SMITH EXPRESSES HIS VIEWS 


H. A. Smith, vice-president of the National 
of Hartford, said that he was satisfied of the 
friendly attitude of the Commissioners and be- 
lieved that they could get along with the com- 
panies without much, if any, law. The com- 
panies are better qualified to make rates than 
anyone else, and State supervision is not much 
needed. The New York law is certainly suf- 
ficient to accomplish the desired objeet. As to 
Ohio, Mr. Smith thought that there should not 
be an undue burden on one State, but that as 
to States where insufficient income is derived 
to meet the losses, etc., the other States must 
help out. One trouble with State regulation of 
rating is that it will not allow increases in 
rates, but only decreases. He thought it would 
be unwise to attempt compulsory classification. 
It would put a great burden of expense on com- 
panies and propertyowners, and at best is only 
a weather vane showing the general direction 
of the wind, but not indicating how to steer a 
ship to avoid shoals. He believed that Insur- 
ance Departments could not be counted upon 
to draw correct deductions from the classified 
experience; in fact, it is very difficult for ex- 
perienced underwriters to so classify risks that 
the classification will be well balanced. The 
companies can be depended upon to be fair in 
their treatment of the rating subject, while 
States generally insist upon a downward 
tendency in rates and the companies hold the 
bag. 

Judge Moore inquired why companies do not 
withdraw from States where legislation is 
against them and cannot apparently be bet- 
tered. 

To this Mr. Smith replied that they continue 
in the hope of a change in the luck. They are 
actuated by public spirit, and do not like to pull 
out of a State on account of the effects upon 
their clients, the propertyowners, as well as on 
their agents. Their plants have been estab- 
lished at considerable expense, and they do not 
wish to unnecessarily earn the appellation of 
“quitter.” Some companies make money and 
others lose; some stay because they get along 
well and others because they are afraid to leave. 


J. H. STODDART ON RATING 


J. H. Stoddart, general agent of the New York 
Underwriters Agency, expressed his opposition 
to the requirement of classification data, not be- 
cause he did not want to know the truth, but 
because he would not get it in that way—it 
would be misleading. To illustrate the vagaries 
of classification, he told of a company manager 
who looked over his classification records and 
found a “mining” risk loss recorded as having 
occurred in St. Louis. Thinking this rather 
Strange, he made inquiries and found that it 
Was a reduction works, and that such were 
classed with mining. Further investigation 
Showed that it was a garbage cremation plant. 
Another peculiar entry in a classification record 
was reported to be a brick steam boat. These 
were cited as pointing to the difficulties of prac- 
tical classification. Mr. Stoddart said that 
farm risks and dwellings were classified with 
Teasonable correctness, but most other classifi- 
cations of risks were virtually worthless. There 
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might be a multiple tenancy risk, with perhaps 
not another like it in the whole State, and this 
unique risk might be burned by a dwelling ex- 
posure. Then there are innumerable variations 
in risks which tend to detroy the accuracy of 
any lines of demarcation. Mr. Stoddart admit- 
ted that there is some benefit in classification, 
but it is only useful to an expert, and not very 
useful even to him. Another point that he made 
was that the mere fact that losses are relatively 
great or small in a town does not prove that the 
rates are either too high or too low; they must 
be governed by averages. If rates were based 
on individual experiences of cities or States, 
there would be violent fluctuations in rates. 

Then followed a discussion between Mr. Stod- 
dart and Judge Moore as to certain features of 
rating, Mr. Stoddart showing that it would in 
many cases be impossible for the risks of any 
one class to bear the losses of that class. Mr. 
Stoddart also explained that rates, in the last 
analysis, were based largely upon the judgment 
of experts, which, in turn, is based on experi- 
ence. As to classification, he said that if there 
are only a relatively few classes, many of the 
risks in a class will not be propevly related, 
while, if there are too many classifications, 
there will be too few risks in any one class 
upon which to base proper judgment. He said 
that classification was history, but what it is 
proposed to use it for is prophecy. 

Mr. Preus said that the Commissioners have 
power to ask the companies for a classification 
of premiums and losses, and suggested that that 
subject need not be taken up now. 

Mr. Ryon stated that the Insurance Commis- 
sioners have a committee on classifications, and 
also that certain members of the National 
Board are now engaged in trying to determine 
whether there is anything useful in classifica- 
tion. As for himself, he said that he did not 
believe that any classification was of value in 
initiating rates. 

Mr. Stoddart said that he was opposed 
in principle to anti-compact laws, believing 
that the minimum of government secured the 
maximum of benefit, and that the United States 
is the only country where there is such legisla- 
tion. The existing rates, on the average, have 
not produced much, if any, profit. All com- 
panies are anxious to get business that will pay, 
and if rates are materially increased they are 
apt to lose business to other companies. ‘‘Hands 
off’”’ is the best policy for the public. Mr. Stod- 
dart is of the opinion that the State has no 
power to fix rates, inasmuch as the companies 
have to pay losses. In relation to the solution 
of the situation in Ohio, Mr. Stoddart thought 
that the enactment of the Massachusetts form 
of law would be sufficient to correct troubles 
in Ohio, and he certainly would not approve of 
anything more drastic than the New York law. 

J. G. Wickser, president of the Buffalo Ger- 
man, spoke favorably of the workings of the 
New York law, and felt that any classification 
ought to be simple and uniform. 

Mr. Preus thought that the right of the State 
to supervise rate-making ought to be estab- 
lished, and he then presented a draft of a bill 
which he believed would meet the needs of the 
situation. There was a general discussion of 
the bill then offered, which lasted some two 
hours. The committee then adjourned to meet 
in New York at the Hotel Astor on Decem- 
ber 12. 

The National Convention of Insurance Com- 
missioners will hold its mid-year meeting at 
the same place on December 15. 

In the meantime, the committee mentioned 
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will communicate further with the respective 
companies in relation to the proposed uniform 
bill, probably submitting several tentative 
drafts to them for their consideration. 


THE PROPOSED UNIFORM BILL 


The bill proposed by Mr. Preus to regulate 
the making of rates by fire insurance companies 
combines the essential features of the Massa- 
chusetts and New York laws. It provides for a 
board of appeal which shall pass upon com- 
plaints which may be made to the Insurance 
Commissioner, the latter being ex-officio chair- 
man of the board. Rating organizations are 
placed under the supervision of the State insur- 
ance official, and schedules of rates and other 
information must be filed with the State of- 
ficial. Discrimination between risks of the 
same hazard is forbidden, and members of rat- 
ing associations are forbidden to discriminate 
against brokers licensed by the State. Full in- 
formation as to his rate must be furnished to 
any propertyowner requesting same. Any per- 
son or organization maintaining a bureau or 
office for the purpose of assisting in the formu- 
lating, fixing, promulgating, applying or main- 
taining rates is placed under the supervision of 
the Insurance Department, and all rates shall 
be open to the subscription of all insurance 
companies operating in the State. 


THE CONTROL OF FIRE INSURANCE 
RATES 


By David Rumsey 


In addition to his extemporaneous remarks 
and arguments before the committee, David 
Rumsey, second vice-president and counsel for 
the Continental and the Fidelity-Phenix Fire 
of New York, presented a paper on “‘The Con- 
trol of Fire Insurance Rates,”’ in which he 
treated the subject quite comprehensively and 
with forceful logic. Excerpts from his paper 
are here given. Concerning the purpose of the 
Commissioners’ inquiry, he says: 


An — of this kind is in welcome contrast to 
the thoughtless legislative programmes of many States 
in the past, whereby the highly specialized and diffi- 
cult business of fire insurance has been subjected to 
the burden of legislative regulation too often founded 
upon ignorance or dangerous partial knowledge. 


He then referred to the difficulty of the sub- 
ject and to the necessity for studying it from 
the bottom up. It involves two distinct sub- 
jects, viz., adjustment of the aggregate of pre- 
miums paid by the people to the aggregate of 
the service rendered by the companies; and ad- 
justment of premium payments among the peo- 
ple themselves, namely, regulation of rates as 
between the various classes of insurable prop- 
erty. The first is relatively easy to accomplish. 
Mr. Rumsey goes on to say: 


The most vigorous agitation against fire insurance 
companies has been founded upon the belief that the 
companies were earning an unreasonable profit from 
the _A pop cry has gone up that the peo- 
ple were entitled to cheaper insurance because the 
companies were earning vast sums of money from the 
business, as shown by the fact that they were able to 
accumulate millions of dollars of surplus. The critics 
of the fire insurance business have perhaps naturally 
concluded that the surpluses represented accumulated 
profits from underwriting and demonstrated the ex- 
cessive cost of fire indemnity to the community. This 
line of attack upon the fire insurance business has, in 
certain parts of the country, led to its natural and 
ultimate consequence. The people have taken from 
the companies the power to make rates, have substi- 
tuted their own tribunals for that purpose, and the 
rating boards, acting in the interest of their consti- 
tuents, have uniformly lowered and never raised the 
rates of premium which the companies have been per- 
mitted to charge. This agitation, and the action of 
the people resulting from it, have been founded solely 
upon the belief that the fire insurance companies were 
exacting too much premium in the aggregate. Had it 
been based upon the idea that the aggregate premium 
collected by the companies was fair, but that rates 
were unjustly apportioned among insurers, a very dif- 
ferent course would have been followed and there 
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would have been increases in the rates of some classes 
of business as against others. A knowledge of the 
history of the agitation resulting in State rating boards 
and the fact that State rating boards proceed to put all 
rates down and no rates up, shows conclusively that 
the demand for State rates is based upon the belief 
that the aggregate of premiums is too high rather 
than that the insurance premiums are untairly ap- 
portioned among insurers, 

There is a certain opportunity for amusement, if 
not for cynicism, in noting the fact that following fast 
upon the action of the people in certain parts of the 
country in assuming the rate-making power and re- 
vising the rates of insurance to a lower level, we find 
other parts of the country protesting vigorously against 
the unfair discrimination between States which, in 
their view, has resulted from the enforced reduction 
of insurance rates to a point which compels the com- 
panies to do business at a loss in some States, and, 
consequently, tends toward the exaction of an unfairly 
large profit from the people of other States. While 
there is much justice in this latter criticism, the opera- 
tion of the two conflicting points of view upon the 
companies tends toward the result of permitting the 
companies to do business where they can operate only 
at a loss and prohibiting them from doing business in 
the States where they have heretofore been able to 
operate at a profit. With Texas, Kansas and Ken- 
tucky on the one hand, and with the ony develop- 
ing tendencies in Illinois, Ohio and Massachusetts on 
the other hand, the companies appear to be about to 
be ground between the upper and the nether mill- 
nee, >. FF 

It is probably hopeless to eliminate from the popular 
imagination the idea that because fire insurance com- 
panies show large surpluses of assets over liabilities 
they have been, and are, charging rates of premium 
for insurance in excess of that which would consti- 
tute a fair compensation for the service rendered and 
a fair profit upon capital invested. 

A solution of this part of the problem may be found 
in a law compelling an automatic adjustment of the 
rate of premium for insurance to the losses and rea- 
sonable expenses of the companies, Such a law would 
unquestionably appeal to all fair-minded men, what 
ever might be their view as to excessive profits or in- 
adequate returns by the insurance companies in the 
past. 

My suggestion, therefore, is a law authorizing the 
establishment of a rating bureau and permitting fire 
insurance companies to write at the rates fixed by the 
bureau, ao nei | all companies using the bureau 
rates to report their premiums written at the bureau 
rates and their fire losses incurred upon that business, 
and also to report the amount paid to agents within 
the State for commissions and agency expenses upon 
such business and the amount paid the State for taxes 
upon such business, The law should also provide that 
at the end of stated periods sufficiently long to give 
an average of the business (five years is suggested) the 
State or the bureau under State supervision shall take 
an account of the experience of all companies using 
the bureau rates by placing upon one side of the ac- 
count the aggregate of all such premiums and upon 
the other side of the account cherdies against the 
premium the following items: 

1. Fire losses incurred on business within the State 
written at the bureau rates. 

2. Agents’ commissions and agency expenses, 

8. Taxes paid within the State upon business writ- 
ten at the bureau rates. 

4, An amount fixed by law at a percentage upon 
premiums to cover inspection of business and loss ad- 
ustments within the State and a pro rata charge for 
ome office expenses in connection with the State’s 
business, 

5. An amount equal to five per cent of premiums 
within the State for a surplus to provide for the con- 
flagration hazard, 

6. A profit of six per cent on the business, 

When this computation is made the law should au- 
thorize an automatic increase or reduction of the 
scale of bureau rates, based upon the experience of 
the companies as shown by the computation, to the end 
that the aggregate profit of companies operating at the 
bureau rates should be six per cent but no more. 

The fairness of such a law should be conceded by 
all fair-minded men. Those who believe that the com- 
panies have been charging a scale of rates which 
yielded an unfair and unreasonable profit should be 
satisfied, for the law would provide an automatic 
method of testing the accuracy of their belief and 
would apply an automatic remedy to the full extent 
that their belief might appear from the facts to be 
well founded. Those who believe that the rates 
charged by the companies were inadequate should be 
satisfied, for the law would provide an opportunity 
for ree the rates as soon as it could fairly be 
determined that the husiness was being conducted at 
a loss or at a less than a reasonable profit. To those 
who might contend that the rates were made excessive 
by reason of a engrena high average loss ratio, the 
answer should conclusive that the State has the 
power, by the enactment and administration of ade- 
quate laws governing building construction and inspec- 
tion, penalizing carelessness and punishing arson, to 
reduce the loss ratio to a minimum, in which case the 
proposed act will automatically give to the people of 
the State the full measure of reduction in rates to 
which their prudence and good management entitle 
them. If it be claimed that the companies are un- 
necessarily increasing their expenses by paying exces- 
sive commissions to agents, the answer is that the law 
provides that there be charged against the premium 
account only the commissions actually paid to citizens 
of the State, and if the people of the State are dis- 
satisfied with the scale of commissions paid to the 
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agents within its borders they have full legislative 
power to substitute for the natural laws of supply 
and demand a legal regulation of the amount payable 
to agents as commissions, in which case the saving 
which the people of the State effect will inure to 
their own benefit; and the same may be said with 
equal force as to the charge against the premium ac- 
count for local taxes which the laws of the State com- 
pel the companies to pay in order that they may con- 
duct their business, Losses, commissions, agency ex- 
penses and taxes, constituting the great bulk of the 
charges against premiums, are all within the State’s 
control and are all paid back to the people of the 
State by the insurance companies. If any of these 
payments are excessive, the fault is attributable to 
the State and can be remedied by the State. There 
should be no complaint, and can be no proper criti- 
cism of a system for adjusting the aggregate premiums 
of the companies doing business within the State’s 
borders upon a basis which automatically charges the 
premium account for the State with the amounts ac- 
tually paid by the companies on account of these 
items. 

This leaves for consideration only the items of ex- 
pense for inspection work, home office expenses and 
profits. The principle for fair treatment of these 
items is that they should be made dependent upon the 
amount of business which each company does within 
the State; should sustain the same proportionate re- 
lation to all companies doing business therein and 
should be made independent of good or bad manage- 
ment of the companies. The question of what per- 
centage of premium should be allowed for inspection 
and home office management is one which should be 
determined by expert testimony as to the amount for 
which the work can be done by reasonably prudent 
and diligent management, and this amount, when 
agreed upon by the legislature, should be expressed 
upon a percentage basis in order that the State be free 
from any penalization through the extravagance of a 
company’s management * " 

To what agency, then, shall the work of apportion- 
ing fire hazards as between insurers*be confided? The 
problem is one of first securing honesty of administra- 
tion and second, the highest measure of efficiency. 
The task requires broad experience, a technical insur- 
ance training and a tenure of office sufficient to per- 
mit the application of a uniform policy and the oppor- 
tunity to develop and perfect a uniform plan. It is 
not only a man’s job, it is the task of an expert, But 
perhaps above all other considerations it should be 
recognized that as t--.e accuracy of apportionment be- 
tween properties can probably never be demonstrated 
so that the conclusions stand by themselves regardless 
of the agency which produces them, it is of vital im- 
portance that insurance rating be conducted by a 
tribunal which has the confidence of both the public 
and the companies. It may be commented that this 
statement of qualifications of a rating board, viewed 
in the light of past experience, is an attractive but im- 
possible idea. However, I again suggest that we 
should first know what we ought to have and then 
discuss our restricted ability to secure it. Public of- 
ficers who are capable of viewing this subject inde- 
pendently of their political ambitions and their personal 
ideas of what certain of their constituents who are 
ill-informed as to the nature of fire insurance problems 
may desire, will concede that the tribunal to make 
rates must be created out of-the fire insurance business 
and that the men who are capable of making schedules 
and rates for insurance can only be recruited from the 
ranks of underwriters, It is also apparent that such 
work cannot be done efficiently if it be tainted by 
favoritism or warped by the desire to extend favors 
to the public with a view to securing political prefer- 
ment. If these propositions are acceded to as being 
sound and just, rating by the State boards in any such 
form as has been tried in the past becomes eliminated 
from further consideration. cleanse 


Mr. Rumsey then proceeded to outline a plan 
of procedure similar to that embraced in the 
New York law. 


Tennessee Underwriters Meet 

CHATTANOOGA, November 18.—The twen- 
tieth annual convention of the Tennessee Under- 
writers Association came to a close to-day with 
the election of officers for next year and a trip 
through Chickamauga National Military Park as 
the principal features of the day. The following 
officers were elected: President, L. Y. Mason 
of Memphis; vice-presidents, R. P. Johnson, 
Knoxville; John T. Owen, Chattanooga; R. 8. 
Carnes, Memphis; Lee J. Loventhal, Nashville; 
William Walker, Winchester, and George T. 
Wofford, Johnson City; secretary-treasurer, 
Oscar A. Smith, Memphis. Resolutions adopted 
recommended an anti-rebate law; a new system 
of credits, with a committee to devise the sys- 
tem co-operation with city and county officials 
in preventing fire losses; a higher standard for 
agents, with the request that the State Insur- 
ance Commissioner co-operate in this work; op- 
position to payment of excess commissions to 
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b~okers; the prohibition of division of commis- 
sions with non-resident agents, and brokers’ en- 
forcement of the blue sky law recently passed, 
and the organization co-operation of casualty 
agencies. 


Fire Notes 


—Joseph A. Steel has been elected assistant secre- 
tary of the Franklin Fire of Philadelphia. 


—The Cleveland National Fire of Cleveland has 
increased its authorized capital from $600,000 to 
$700,000. 


—An opportunity to secure the services of a local 
fire insurance agent in a Michigan city appears in an 
advertisement in another column of this issue of THE 
SPECTATOR, 


—F. W. Mathews has resigned, effective January 1, 
as special agent for the A®tna of Hartford covering 
Massachusetts and Rhode Island, owing to ill health. 
He will be succeeded by W. H. Boutell of Boston. 


—The Rock County (Wis.) Board of Supervisors 
have voted to repudiate the State fire and tornado 
insurance plan for the county buildings, The board 
at a recent meeting rescinded the action taken two 
years ago to come under the State system. 


—The firm of King & Milburn, insurance brokers 
at Washington, 'D, C., has been dissolved. Both mem- 
bers will remain in local insurance circles, Mr. King 
going with the F. H. Smith Company, and Mr. Mil- 
burn having accepted a position with W. K. Ellis. 


—Beginning January 1 next, the management of 
the Westchester Fire of New York on the Pacific 
Coast will be in charge of Benjamin J, Smith, with 
Guy Francis as assistant manager. Mr, Smith is also 
manager in that territory for the Connecticut Fire of 
Hartford. 


—James E. Caldwell & Son, operating one of the 
largest fire insurance agencies in the Nashville, Tenn., 
field, have leased the building formerly occupied by 
the City Bank and Trust Company and will shortly 
move from their present quarters in the First National 
Bank building. 


—Fred S. Penfield, superintendent of agents at 
Portland, Ore., for the Germania of New York, has 
been transferred to San Francisco and will direct the 
company’s operations in California. Chapman & 
Neuman of San Francisco have been appointed Met- 
ropolitan agents, 


—Harry H. Smith has been appointed Pacific Coast 
manager of the Union Assurance of London, succeed- 
ing Catton, Bell & Co., who have been in charge of 
that department for more than twenty-five years. The 
department will be operated in connection with the 
Law, Union and Rock. 


—The best meeting in the history of the Kansas 
State Fire Prevention was held on Tuesday. All the 
old officers were re-elected. The associations plans 
improvement in its inspection work, in publicity, in 
co-operating with the State Fire Marshal, and in its 
work among the school children of Kansas, 


—Mayor Kiel of St. Louis has appointed a fire 
prevention committee to draft ordinances to reduce 
the fire hazard of the city. This is a part of the 
general campaign to be launched by the State for 
the reduction of the fire waste, as a practical way of 
getting lower insurance rates. The committee will 
secure the fire ordinances of other municipalities and 
adapt the best of them to Missouri conditions, 


—The agency for the Hartford Fire of Hartford at 
Nashville, Tenn., which for more than twenty years 
has been held in the office of Irvine K. Chase & Son, 
composed of Irvine K. Chase and Earnest Chase, was 
last week disposed of to R. W. Turner and Irvine 
G, Chase, who will continue the business as Turner 
& Chase, 


—Charles W. Pierce, independent inspector and 
fire prevention counselor, has been retained by the 
First National Fire Insurance Company, the Com- 
mercial Fire Insurance Company and the National- 
Commercial Underwriters Agency of Washington to 
make all their inspections in Chicago and the greater 
metropolitan district of Cook county, with offices at 
175 W. Jackson Boulevard. 
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